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PREFACE 

The  data  contained  in  this  study  are  presented  for  general  infornnation 
only.  They  are  not  intended  as  a  complete,  authoritative  source  on  all  the 
nontariff  barriers  legally  applicable  in  any  given  country. 

For  information  on  innport  duties  in  foreign  countries,  as  well  as  nnore 
detailed  information  on  nontariff  restrictions,  U.S.  exporters  may  apply  to  the 
Bureau  of  Foreign  Comnnerce,  U.S.  Department  of  Commerce. 

We  are  indebted  to  the  Bureau  of  Foreign  Commerce  for  much  of  the 
material  on  import  licensing  and  exchange  requirements  and  also  for  help 
in  securing  information  on  other  restrictions  currently  inforce  in  some  of  the 
countries. 
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NONTARIFF  BARRIERS  TO  THE  MOVEMENT  OF  TOBACCO 
IN  FREE  WORLD  COUNTRIES^ 

By  James  W.    Birkhead  and  Albert  B.    Davis 
I        '^  Tobacco  Division  '  '/ 

INTRODUCTION 

Nontariff  barriers  have  a  profound  effect  on  international  trade  in  unman- 
ufactured tobacco.  Controlling  the  level  and  direction  of  trade  is,  in  fact,  the 
primary  purpose  of  these  restrictions  and  the  reason  for  their  variety  and 
complexity. 

The  principal  nontariff  barriers  employed  by  Free  World  countries  are 
bilateral  trade  agreements  and  specialtrade  associations,  license  and  exchange 
requirements,  government  tobacco  monopolies,  mixing  regulations,  and  export 
subsidies  and  exchange  bonuses.  By  their  use,  governnnents  attempt  to  over- 
come the  natural  trade  advantages  that  suitable  soil  and  climate  give  to  some 
areas  for  the  production  of  desirable  types  and  qualities  of  leaf  tobacco.  Some- 
times the  restrictions,  established  by  a  country  to  aid  domestic  producers  or 
for  balance  of  payments  reasons  only,  continue  after  those  justifications  are 
no  longer  valid. 

Despite  the  rising  number  of  restrictions  on  the  movement  of  tobacco, 
tobacco  trade  among  Free  World  countries  amounted  to  about  1.7  billion  pounds 
during  1961.  However,  much  of  this  was  influenced  by  preferential  and  other 
special  trade  arrangements.  Exports  from  the  United  States,  where  tobacco 
has  been  an  important  item  in  foreign  trade  ever  since  the  early  shipments 
from  Jamestown,  range  between  400  million  and  500  million  pounds  each  year, 
and  in  1962  were  470  million.  Thus  the  United  States  has  a  keen  interest  in  the 
conditions  under  which  world  trade  takes  place. 

NORTH  AMERICA 

North  America  has  fewer  nontariff  barriers  to  trade  in  tobacco  than  the 
other  geographical  areas  of  the  world. 

In  the  United  States,  imports  of  tobacco  are  unrestricted,  being  made  en- 
tirely through  commercial  trade  channels  without  any  bilateral  agreements.' 
The  United  States  does  have  some  legislation  under  which  agreements  can  be 
made  to  encourage  imports  of  U.S.  tobacco  by  certain  countries  which  are 
short  of  dollars.  Public  Law  480  provides  under  Title  I  for  the  sale  of  U.S. 
farm  commodities- -including  tobacco- -for  foreign  currencies.  Title  II  of  this 
legislation  (which  concerns  donations  for  emergency  relief)  has  not  been  used 
in  moving  tobacco;  however,  Title  III  provides  for  the  barter  of  tobacco  and 
other    agricultural   products   for  strategic  materials.  Tobacco  is  also  eligible 


iThis  is  the  second  in  a  series  of  publications  on  barriers  to  the  nrovement  of  tobacco  in  Free  World  countries. 
The  first  publication,  Changes  in  Import  Duties  on  Tobacco  in  Free  World  Countries.  (FAS-M 116)  dealt  exclusively 
with  tariff  barriers,  discussing  recent  changes  in  import  duties  and  preferential  duty  arrangements. 

*  See  page  25,  paragraph  4. 
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for  export  under  Title  IV,  which  authorizes  sales  under  long-term  credit 
arrangements.  As  of  March  1,  1963,  only  two  small  .agreements  had  been 
signed.  Sales  will  be  made  by  U.S.  private  traders. 

Small  quantities  of  U.S.  tobacco  have  been  sold  under  provisions  of  Section 
402  of  the  Mutual  Security  Act.  Tobacco  has  been  exported  under  this  program 
as  part  of  triangular  trade  transactions. 

None  of  the  three  North  American  countries- -the  United  States,  Canada, 
and  Mexico- -use  the  so-called  mixing  regulations,  which  require  certain  per- 
centages of  domestic  leaf  to  be  used  in  the  manufacture  of  cigarettes  and  other 
tobacco  products.  The  countries  have  no  government  tobacco  monopolies  or  ex- 
change bonuses  and  very  little  in  the  way  of  other  government  restrictions  on 
the  movement  of  tobaccos.  Tobaccos  can  move  freely  into  all  three  countries 
without  import  licenses  or  exchange  permits;  the  only  exception  is  that  since 
June  1,  I960,  permits  have  been  required  for  bringing  dark  and  light  leaf 
tobacco  into  Mexico, 


LATIN  AMERICA 

In  this  geographical  area,  the  countries  generally  have  ample  domestic 
supplies  of  dark  tobaccos;  however,  they  are  short  of  light  cigarette  leaf, 
especially  that  of  higher  quality.  Many  of  the  restrictions  are  largely  for  the 
protection  of  domestic  growers  and  to  conserve  foreign  exchange.  Many  coun- 
tries in  this  area  have  very  restrictive  policies  on  imports  of  tobacco.  Some 
countries,  especially  those  in  which  dark  cigarettes  are  manufactured  from 
domestic  tobaccos,  have  erected  barriers  against  the  importation  of  light 
tobaccos. 

There  has  been  considerable  movement  of  contraband  (light)  cigarettes 
into  a  number  of  the  countries  in  this  area  as  import  duties  and  other  barriers 
were  erected  or  increased.  Some  authorities  claim  that  if  the  importation  of 
more  light  cigarette  leaf  for  American-blend  type  cigarettes  were  permitted, 
sales  of  legal  cigarettes  would  go  up;  there  would  be  less  profit  for  the  contra- 
band products;  and  smuggling  would  decrease. 

Trade  Agreements  and  Associations 

In  this  area,  two  new  trading  groups  were  formed  in  I960:  The  Latin 
American  Free  Trade  Association,  now  composed  of  Argentina,  Brazil,  Chile, 
Colombia,  Ecuador,  Mexico,^  Paraguay,  Peru,  and  Uruguay;  and  the  Central 
American  "Common  Market,"  formed  by  El  Salvador,  Guatemala,  Honduras, 
and  Nicaragua,  with  Costa  Rica  expected  to  join  (perhaps  during  1963).  While 
the  impact  on  tobacco  trade  is  expected  to  be  substantial,  it  is  too  early  to 
appraise  the  consequences  to  U.S.  tobacco. 

Trade  agreements  between  Latin  American  countries  and  other  countries 
of  the  world,  mainly  in  Europe,  involve  substantial  amounts  of  tobacco  but 
do  not  cover  nearly  as  high  a  proportion  of  their  tobacco  exports  as  do  the 
agreements  signed  by  the  exporting  countries  in  Europe,  Asia,  and  Africa 
(Greece,  Bulgaria,  Yugoslavia,  Turkey,  and  the  Federation  of  Rhodesia  and 
Nyasaland), 


i  See  North  America. 


TABLE  1.— Latin  America: 


Bilateral  trade  agreements  that  include  tobacco  and 
tobacco  products 


Country 


EXPORTERS  AND  THEIR  MARKETS 

Brazil: 

Germany,  East 

Aforocco , 

Portugal 

Cuba: 

Austria 

Communist  China 

Denmark 

Germany,  East 

Gennany,  West 

Hungary 

Iceland 

Morocco 

Poland 

Spain""" 

Sweden 

Switzerland 

USSR 

UAR  (Egypt), 

United  Kingdom 

IMPORTERS  AND  THEIR  SOURCES 

Mexico: 

Greece 


Type  of  product  traded 


Unmfd.  tobacco 


X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 


Cigarettes 


Cigars 


X 
X 

X 
X 


Total  at   least  $2.5  million  a  year. 


The  Latin  American  countries  have  produced  mostly  dark  tobaccos- -the 
major  type  used  domiestically  and  exported- -but  many  are  increasing  the  pro- 
duction of  light  cigarette  types.  Cuba,  Colombia,  and  Brazil,  however,  have 
moved  considerable  amounts  of  tobacco  under  trade  agreements,  and  Cuba 
also  has  trade  agreemients  for  nnoving  cigars. 

In  the  Connmon  Market  of  El  Salvador,  Guatemala,  Honduras,  and  Nica- 
ragua, tobacco  is  listed  under  Annex  A,  which  covers  conninodities  receiving 
special  treatment.  Since  December  196Z,  the  beginning  of  the  Market's  third 
year,  tobacco  produced  in  nnemiber  countries  has  enjoyed  full  freedom  in  trade 
among  these  countries. 


Licensing  and  Exchange  Requirements 

The  following  are  the  regulations  for  licenses  and  exchange  permits  affect- 
ing trade  in  tobacco,  country  by  country,  in  Latin  America: 


Import  license  required         Exchange  permit  required 


Argentina No.  Most  imports  are 

subject  to  exchange 
surcharges.  Surcharge 
on  leaf  tobacco  on  Apr. 
1,  1962,  was  250  per- 
cent. The  surcharge  on 
cigarettes  was  rein- 
stated at  150  percent 
on,  July  1,   1962  (after 
a  6  months'  trial  at  20 
percent). 


No. 


Bolivia No 

Brazil No 

Chile No.  Prior  registration 

required  on  tobacco, 
also  guarantee  de- 
posits on  leaf,   100  per- 
cent for  90  days;  and 
deposit  on  cigarettes 
of  1,500  percent  for  90 
days  (c.i.f.  value). 


No. 

No.  Exchange  for  most  im- 
ports is  sold  at  auction. 

Processed  or  manufac- 
tured tobacco  prohibited. 


Colombia 


Costa   Rica 


Yes.  Import  registration 
certificate,  which  is 
issued  upon  payment 
of   a  deposit.  Imports 
of  cigarettes  require 
government  approval. 


No 


No.  Importe  r  purchases 
foreign  exchange  from 
the  bank  concerned  upon 
import  registration  and 
customs  manifest. 


No.  Effective  Nov.  9,  1961, 
surcharge  of  3  percent 
imposed  on  all  imports. 


Cuba 


The  State-owned  Bank  of 
Cuba  (BANEC)  is  sole 
importer  of  commer- 
cial commodities. 


All  payments  are  made  by 
Government  Bank  of 
Cuba. 


Dominican 
Republic, 


No.  However,  a  statis- 
tical form  must  be 
submitted   which  re- 
quires approval. 


There  are  administrative 
controls,  and  all  appli- 
cations require  Central 
Bank  approval. 
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Import  license  required         Exchange  permit  required 
El  Salvador  ..    No Yes. 

Ecuador Yes.  Imports  of  certain  No.  Import  license  carries 

dark   tobacco  forbid-  right  to  foreign  exhange. 

den.  Prior  import  li- 
cense required  for 
cigar  wrapper  and  light 
leaf  tobacco  for  ciga- 
rette   manufacture. 
Other  tobacco  items 
prohibited. 

French  Yes.  Same  as  Metro-  No.    Same  as  Metropolitan 

Guiana.  politan  France  (French  France. 

Monopoly). 

Guatemala....    No No. 

Haiti Yes  (monopoly) No. 

Honduras No No. 

Mexico Yes No. 

Nicaragua....  Yes No.  Import  permit  author- 
izes purchase  of  ex- 
change. 

Panama No No . 

Paraguay No.  Imports  are  subject         No.     Exchange    is    granted 

to  prior  deposit  before  subject    to    import  sur- 

shipment  (monopoly).  charge    of   24   percent 

c.i.f.  value. 

Peru Yes  (nnonopoly) No. 

Venezuela....     Yes.  Licenses  for  leaf  Imports  are  subject  to  ex- 

required,  and  prac-  change  control, 

tically  none    are 
granted.  Currently, 
no  licenses  granted  for 
cigarettes. 

West  Indies  ..  (^)  (^) 


■'"  Countries  of  the  West  Indies  had  formed  a  Federation  in  1958  and  were 
in  the  process  of  making  uniform  their  import  duties  and  import  regulations 
when  the  Federation  was  dissolved  in  the  fall  of  1962.  Information  is  not  readily 
available  regarding  their  current  regulations. 


Government  Tobacco  Monopolies  and  Mixing  Regulations 

There  are  seven  tobacco  monopolies  in  the  LatinAmerica  area.  They  are 
in  Chile  (a  leased  monopoly),  Ecuador,  French  Guiana,  Haiti,  Colombia, 
Paraguay,  and  Peru. 

Ecuador  has  a  regulation  which  requires  that  70  percent  of  domestic  dark 
tobacco  be  nnixed  with  the  permissible  imports  of  30  percent  light  tobacco.  No 
dark  tobacco  may  be  imported.  After  July  1,  1966,  nnanufacturers  will  be  re- 
quired to  use  Ecuadoran  light  leaf  for  at  least  65  percent  of  their  total  light- 
leaf  requirements.  The  country  plans  to  increase  further  production  of  light 
leaf. 

Bolivia  is  self-sufficient  in  dark  tobacco,  but  it  imports  light  types  for  use 
in  certain  brands  of  cigarettes.  The  United  States  supplies  most  of  the  im- 
ported leaf  and  cigarettes.  A  mixing  regulation  requires  that  at  least  65  per- 
cent of  all  tobacco  used  be  produced  in  Bolivia.  Innport  duties  were  recently 
revised  sharply  downward  in  Bolivia.  One  of  the  reasons  for  the  change  was 
to  encourage  legitimate  importation  for  manufacturing  since  the  excessive 
duty- -intended  to  spur  the  use  of  local  tobaccos- -instead  was  contributing  to 
increased  contraband  in  foreign  cigarettes. 

Export  Subsidies  and  Exchange  Bonuses 

Brazil  is  the  only  country  in  Latin  Annerica  which  has  used  an  "export 
bonus"  on  unmanufactured  tobacco.  The  government  has  very  favorable  ex- 
change rates  for  tobacco  exports.  Such  special  treatment  on  exchange  rates 
for  tobacco  exports  is  a  type  of  government  subsidy  to  exports. 

EUROPE 

The  European  countries  outside  the  Soviet  Bloc  import  more  tobacco  than 
all  of  the  rest  of  the  Free  World  combined,  accounting  for  approximately  70 
percent  of  all  tobacco  imported  by  the  Free  World. 

A  number  of  European  countries,  such  as  Denmark,  Sweden,  Norway, 
Sw-itzerland,  Ireland,  Benelux,  and  West  Germany,  have  liberal  import  policies. 
However,  some  have  mixing  regulations;  some  have  monopolies  and  strict  im- 
port controls;  and  the  United  Kingdom  grants  preference  duty  rates  to  Com- 
monwealth producers. 

The  United  Kingdom- -the  world's  largest  imiporter  of  unmanufactured 
tobacco- -grants  tobacco  from  Commonwealth  countries  a  21 .5-cents-per- 
pound  margin  of  duty  preference.  Taxes  on  tobacco  are  collected  as  part  of  the 
import  duty.  The  duty  is  $9.92  per  poun^^  ^n  imports  of  unstemmed  leaf  and  is 
equivalent  to  a  very  high  excise  tax  on  cigarettes  manufactured  from  the  leaf. 
This  is  set  up  as  an  import  duty,  but  is  the  major  remaining  barrier,  along 
with  preference,  that  faces  tobaccos  from  the  United  States  and  other  non- 
Connmonwealth  countries.  The  restriction  requiring  60  percent  of  U.K.  imports 
to  be  from  nondollar  areas  was     repealed  April  I960. 

The  21 .5-cents-per-pound  Commonwealth  preference  nnay  not  seem  great 
to  the  reader  on  first  glance.  However,  it  amounts  to  $215  on  a  hogshead  con- 
taining 1,000  pounds  of  tobacco.  To  a  connpany  buying  50  million  pounds  per 
year,  this  would  cost  almost  $10.8  million--a  truly  significant  figure.  This 
preference  is  highly  effective  in  assuring  that  increased  imports  will  be  from 
Commonwealth  producers;  it  has  sharply  reduced  the  share  of  total  imports 
supplied  by  the  United  States  and  other  non- Commonwealth  areas. 


Trade  Agreements  and  Associations 

The  barriers  to  tobacco  trade  in  much  of  Europe  are  currently  in  the 
process  of  drastic  changes  through  the  developnnent  of  the  Common  Market 
together  with  duty-free  access  by  areas  associated  with  it  (including  Greece, 
now  an  Associate  Member). 

Common  Market.--  The  European  Economic  Community  (EEC),  or  Common 
Market,  composed  of  West  Germany,  Belgium-Luxembourg,  the  Netherlands, 
France,  and  Italy,  provides  in  the  Rome  Treaty  a  plan  for  gradually  elimi- 
nating the  duty  on  trade  between  member  countries  (by  mid- 1962  they  had  been 
reduced  by  50  percent)  and  for  the  use  of  a  common  external  duty  rate  on  trade 
from  the  outside. 

The  EEC  has  announced  that  a  common  EEC  policy  on  production  and  sales 
of  tobacco  by  member  states  is  contemplated.  However,  to  date  no  common 
policy  has  been  agreed  to.  Such  a  policy  could  be  liberal  with  regard  to  im- 
ports, but  it  also  could  be  used  to  encourage  EEC-Greek  production  and  fur- 
ther restrict  imports  from  the  United  States  and  other  "outside  suppliers." 


TABLE  2. --Unmanufactured  tobacco:    Exports  by  sleeted  countries  to  EEC, 

1958-61 


Exporting  country 

1958 

1959 

1960 

1961 

Outside  suppliers: 

United  States  ( all  tobacco) 

Brazil 

Federation  of  Rhodesia 

Million 
pounds 

134.3 

32.2 

28.9 

24.0 

16.8 

12.4 

8.9 

7.6 

7.5 

4.5 

4.4 

3.4 

3.7 

4.9 

67.4 

13.5 
9.4 

Million 
pounds 

123.7 

28.6 

35.7 

25.4 

32.1 

10.5 

10.1 

6.5 

9.4 

.9 

4.4 

3.6 

2.5 

7.1 

62.4 

8.7 
8.0 

Million 
pounds 

136.0 

23.1 

41.6 

22.6 

48.0 

13.8 

9.3 

(M 

9.8 

.8 

6.2 

1.8 

3.5 

8.0 

56.0 

13.7 
6.6 

Million 
pounds 

143.7 
47.7 
41.7 

Turkey 

31.8 

Indonesia. 

37.0 

Dominican  Republic 

India 

19.3 
13.1 

Cuba 

(^) 

Colombia. 

7.5 

Philippines. 

3.2 

Paraffuav 

3.7 

Canada 

1.1 

Thailand 

2.1 

Japan 

11.6 

Associated  suppliers: 

Greece 

51.5 

AOT: 

Algeria^ 

2.7 

Madagascar 

6.8 

Others 

(') 

Not  available. 
Imports  by  France. 


TABLE  3. --Europe:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products 


Country 

TVpe  of 

product  traded 

Unmfd.  tobacco 

Cigarettes 

Cigars 

Other 

EXPORTERS  AM)  THEIR  MARKETS 

Benelux: 

Morocco •••. 

X 

X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

X 
X 
X 
X 

X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

X 

X 

X 
X 

X 

X 
X 

X 

X 
X 

X 

Bulgaria: 

Afghanistan. 

Austria 

Benelux  •••• • « 

Coinniunist  China 

Czechoslovakia 

Finland 

France. *•...... 

Germany,  East 

Germany,  West 

Hunffarv 

Japan 

Lebanon 

Morocco ••..• 

Poland 

Sudan 

Sweden 

Tunisia •... 

United  Kingdom 

Greece: 

Austria. 

Benelux 

CvDrus 

Czechoslovakia 

Denmark. 

Ethiopia. 

Finland 

France. 

Gennany,  East 

Germany,  West 

Hunffarv 

India 

Israel 

Italy 

Japan 

Libya 

Mexico 

— 

TABLE  3. --Europe:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products-- Continued 


Type  of  product  traded 


Country 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


EXPORTERS- -  Continued 

areece — Continued 

Morocco 

Norway 

Poland , 

Portugal 

Spain 

Sweden 

Taiwan 

Tunisia , 

USSR , 

UAR  (E^ypt) 

Yugoslavia 

Hungary: 

Tunisia 

Italy: 

Austria 

Bulgaria 

Germany,  East 

India 

Morocco 

Poland 

Portugal  and  overseas 

provinces ■ 

Somalia 

Spain ■ 

Tunisia 

UAR  (E^ypt) 

Poland : 

Morocco 

Tunisia 

Portugal : 

Morocco 

Spain : 

Morocco 

Switzerland : 

Morocco 


X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 


X 
X 
X 
X 
X 
X 


X 
X 
X 


n 


TABLE  3. — Europe:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products-- Continued 


Country 


Type   of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


EXPORTERS- -  Continued 

Yugoslavia: 

Austria 

Czechoslovakia 

Denmark. 

Finland 

Germany,  East 

Israel 

Morocco 

Poland 

Sweden 

Tunisia 

Turkey 

United  Kingdom 

IMPORTERS  AND  THEIR  SOURCES 

Austria: 

Bulgaria 

Greece 

India 

Indonesia 

Italy 

Yugoslavia 

Benelux : 

Bulgaria 

Greece 

Tunisia 

Bulgaria : 

India 

Italy 

Lebanon 

Turkey 

Czechoslovakia : 

Bulgaria 

Greece 

India 

Turkey 

Yiigoslavia 


X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 


X 
X 
X 
X 
X 
X 


X 

X 
X 
X 
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TABLE  3. — Europe:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products — Continiled 


Country- 


Type  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


IMPORTERS—  Continued 

Denmark : 

Cuba 

Greece 

Tunisia 

Yugoslavia 

Finland : 

Bulgaria 

Greece 

Indonesia. 

Turkey 

Yugoslavia 

France : 

Bulgaria 

Greece 

Iran 

Lebanon 

Germany,  East: 

Brazil 

Bulgaria 

Cuba 

Greece 

Indonesia ^ 

Italy ■ 

Turkey 

Yugoslavia 

Germany,  West : 

Bulgaria 

Cuba 

Greece 

Greece: 

India 

Tunisia 

Hungary: 

Bulgaria 

Cuba 

Greece 

India 

Turkey 


X 
X 


X 

X 
X 
X 
X 


X 
X 
X 
X 


X 
X 
X 
X 
X 
X 
X 
X 


X 
X 
X 


X 
X 
X 
X 

X 


X 
X 
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TABLE  3. — Europe:   Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products  —  Continued 


Country 


Type  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


IMPORTERS-  -  Continued 

Iceland: 

Cuba 

Italy: 

Bulgaria , 

Cuba 

Greece , 

India 

Indonesia 

Iraq 

Lebanon 

Pakistan 

Norway: 

Greece 

Poland : 

Bulgaria 

Cuba : 

Greece 

India < 

Italy 

Lebanon • 

Turkey • 

Yugoslavia ■ 

Portugal : 

Brazil 

Greece ■ 

Indonesia 

Italy 

Rumania:           "^ 
Turkey 

Spain : 

Cuba 

Greece 

Italy 

Turkey 


X 
X 
X 

X 
X 
X 
X 
X 


X 
X 
X 
X 
X 
X 
X 
X 


X 

X 
X 

X 


X 
X 
X 
X 
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TABLE  3. --Europe:   Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products  —  Continued 


Country 

Type 

of  product  traded 

Unmfd.  tobacco 

Cigarettes 

Cigars 

Other 

IMPORTERS- -  Continued 

Sweden: 

Bulgaria 

X 
X 

X 

X 

X 

X 

X 
X 
X 
X 
X 
X 

X 

{') 

X 

X 
X 
X 

X 

X 

Cuba 

~  — 

Greece 

~  — 

Tunisia 

~  ~ 

Yugoslavia 

Switzerland: 

Cuba 

X 

Federation  of  Rhodesia  and 
Nyasaland 

USSR: 

Greece. 

Indonesia 

Turkey 

United  Kingdom: 

-- 

Federation  of  Rhodesia  and 
Nyasaland 

Yugoslavia 

Yugoslavia: 

—  — 

India 

Turkey 

-- 

"""  Raw  and  processed  tobacco  from  overseas  territories. 
^  Minimum  of  90  million  pounds  per  year. 

Tobaccos  from  the  Associated  Overseas  Territories  (mainly  in  Africa)  and 
Greece  are  to  be  admitted  duty-free.  This  preferential  treatment  includes  a 
very  substantial  proportion  of  EEC  imports.  Currently,  Greece,  Algeria,  and 
the  Malagasy  Republic  are  the  largest  producers  in  this  group  of  associated 
countries.  In  addition,  Turkey- -a  large  tobacco  exporter- -has  applied  for 
associate  EEC  membership  and  for  special  trade  arrangements  even  prior  to 
association,  under  which  its  tobacco  would  enter  the  Market  duty  free  or  with 
a  preferential  advantage.  These  duty-free  associationarrangements  are  stimu- 
lating production,  especially  of  flue-cured  and  burley,  in  the  associated  areas, 
primarily  for  export  to  the  EEC  countries. 
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Greece,  will  have  duty-free  entry  to  EEC  inarkets  under  an  association 
agreement.  After  ratification  of  the  association  agreement  the  duties  on  Greek 
tobacco  imported  by  EEC  member  countries  were  reduced  on  November  1, 
1962,  to  50  percent  of  the  basic  rates  that  has  been  in  effect  in  1957,  and  all 
duties    on   Greek   tobacco    are    expected   to   be    completely  eliminated  by  1967. 

In  addition  to  duty-free  entry  for  Greek  tobacco,  there  are  further  guaran- 
tees under  which  France  and  Italy  have  agreed  to  increase  purchases  of  Greek 
tobacco  by  specified  amounts. 

Even  without  preferential  arrangements,  Greece  was  already  the  second 
largest  supplier  of  cigarette  tobacco  to  the  EEC  countries.  Greece  has  a  plan 
for  greatly  increasing  tobacco  production  for  export  to  the  EEC. 

Greece  produces  175  million  to  240  million  pounds  (farm  weight)  of  tobacco 
a  year  and  exports  110  million  to  150  million  pounds  of  fermented  leaf.  (His- 
torically, it  has  produced  oriental  and  semioriental-type  tobacco,  but  it  is  now 
producing  flue-cured  and  burley  also.)  Its  largest  market  area  is  Western 
Europe.  Normally,  it  sells  the  Common  Market  countries  60  miillion  to  80  mil- 
lion pounds  a  year  and  Western  Europe  as  a  whole,  a  total  of  almost  100  million 
pounds. 

The  United  Kingdonn,  Ireland,  Denmark,  and  Norway  applied  for  full  miem- 
bership  in  the  EEC,  but  after  disapproval  of  U.K.  membership  in  1963,  the 
other  countries  ceased  to  press  their  applications  pending  future  acceptance  of 
the  United  Kingdom's.  Enlargement  of  the  Common  Market  would  provide  a 
larger  protected  market  for  the  associated  areas  at  the  expense  of  outside  sup- 
pliers. 

European  Free  Trade  Association.-  -  The  European  Free  Trade  Association 
(EFTA),  or  Outer  Seven--as  it  is  sometimes  called,  is  composed  of  the  United 
Kingdom,  Sweden,  Denmark,  Norway,  Austria,  Portugal,  and  Switzerland. 

It  is  noteworthy  that  whereas  the  Common  Market  has  as  its  ultimate  goal 
the  harmonization  of  its  members'  economic,  fiscal,  monetary,  agricultural, 
and  foreign  trade  policies,  the  Outer  Seven' s  plan  calls  for  a  "free  trade"  area 
only. 

The  Outer  Seven  or  EFTA  has  not  caused  the  U.S.  tobacco  industry  the 
concern  that  the  Common  Market  has,  for  the  EFTA  includes  no  major  tobacco- 
producing  countries  and  the  external  duties  have  not  been  changed.  Three  of 
these- -Denmark,  Norway  and,  Sweden--admit  tobacco  dutyfree. 

The  EFTA  countries  are  in  the  process  of  reducing  their  existing  import 
duties  on  nonagricultural  products  to  member  countries.  These  duties  are 
scheduled  for  eventual  reduction  to  zero. 

Licensing  and  Exchange  Requirements 

The  following  are  the  regulations  on  import  licensing  and  foreign  exchange 
in  Europe: 

Import  license  required         Exchange  permit  required 

Austria Yes  (monopoly) No. 

Belgium-  No No. 

Luxembourg. 

Dennnark Yes.  No  license  required       Yes.    Copies    of  importers 

for  dollar  goods.  declaration  and  customs 

certificate     serve    this 
purpose. 
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Import  license  required 
Finland Yes 


ed         Exchange  permit  required 

Iinport  license  carries 
right  to  foreign  ex- 
change. 


France Yes  (monopoly) 

Germany,  No 

West. 

Greece-^ Yes.  Import  approval 

required. 


Ireland Yes 

Italy No  (monopoly).. 

Netherlands..  No 

Norway No 

Portugal Yes  (monopoly) 

Spain Yes  (monopoly) 


Sweden 

Switzerland  ., 
United 

Kingdom. 


No 
No 
No 


No. 

No. 

Yes.  Application  for  for- 
eign exchange  must  b  e 
registered. 2 

No. 
No. 
No. 
No. 
Yes. 

Yes.  Requires  a  25-percent 
advance  import  deposit. 

No. 
No. 
Yes.^ 


1  Greece,  a  major  exporter,  imports  a  total  of  only  4,000-6,000  pounds 
of  leaf  and  5,000-6,000  pounds  of  cigarettes  per  year. 

^  Tobacco  and  tobacco  products  are  onthelistof  "commodities  subject  to 
a  cash  deposit  of  100  percent  of  the  c.i.f.  invoice  value  on  application  for  an 
import  approval  involving  payment  against  sight  draft  plus  payment  of  40  per- 
cent  of   the    c.i.f.  invoice  value  as  an  advance  against  import  duties  and  other 


taxes." 
3 


Cigar  imports  from  dollar  areas  are  on  a  quota  basis. 


Government  Tobacco  Monopolies 

Five  European  countries  have  government  tobacco  monopolies:  Austria, 
France,  Italy,  Portugal,  and  Spain.  The  Swedish  leased  monopoly  (operated  by 
private  companies)  was  abolished  in  1961. 

The  French  monopoly  has  directed  the  source  and  amounts  of  imports  so 
as  to  utilize  domestic  production  and  the  production  of  Algeria,  the  Malagasy 
Republic,  and  certain  other  former  French  overseas  areas.  Domestic  tobacco 
is  purchased  at  prices  that  are  fairly  high  in  relation  to  quality.  The  nnonop- 
olies  of  Italy  and  Spain,  too,  assure  the  use  of  domestic  production;  but  some 
types  and  qualities  are  exported,  while  at  the  same  time  the  countries  import 
certain  other  types  and  qualities  desired.  Italy,  like  France,  guarantees  the 
purchase  of  domestic  leaf  at  relatively  high  prices. 
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Mixing  Regulations 

Tobacco  mixing  regulations  have  been  operating  in  Germany  for  some 
time,  to  aid  the  German  tobacco  growers;  excise  taxes  are  lower  on  manu- 
factured tobacco  products  in  which  at  least  specified  percentages  of  German 
tobacco  are  used.  Owing  to  the  shortage  caused  by  blue  mold  losses  in  I960 
and  1961  and  also  to  the  advent  of  the  Common  Market,  these  mixing  require- 
ments have  been  nnodified. 

Portugal  has  a  mixing  regulation  which  provides  that  20  percent  of  all 
tobacco  imported  must  be  from  Portuguese  overseas  territories.  Tobacco 
from    these    territories     receives    a    duty  preference    of    15  cents  per  pound. 

In  Switzerland  there  is  a  special  provision  requiring  manufacturers  to  use 
locally  produced  tobacco. 


Export  Subsidies  and  Exchange  Bonuses 

Europe  as  a  whole  is  a  tobacco-deficit  or  importing  area,  but  it  has  three 
main  exporting  countries--Greece,  Yugoslavia,  and  Bulgaria--and  one  of  in- 
creasing importance- -Italy. 

Exchange  bonuses  and  export  subsidies  are  used  by  Greece;  but  in  that 
country's  aggressive  promotion  of  tobacco  countries,  trade  agreements--in- 
cluding  barter- -have  apparently  been  the  most  effective  tool.  Bulgaria  exports 
tobacco  mainly  to  countries  that  are  sources  for  its  government-directed  im- 
ports, especially  of  manufactured  goods. 


AFRICA 

Egypt,  Morocco,  Nigeria,  Ghana,  the  Canary  Islands,  Spanish  Africa,  the 
Congo,  and  Cameroun  are  important  tobacco  importers;  many  other  areas  im- 
port smaller  quantities. 

The  Federation  of  Rhodesia  and  Nyasaland,  Algeria,  Tanganyika,  Angola, 
Mozannbique,  and  Guinea  are  exporters.  The  continent  of  Africa  has  been  en- 
gaged in  commercial  tobacco  production  for  only  a  relatively  short  tinne.  The 
Federation  of  Rhodesia  and  Nyasaland  is  by  far  the  area's  largest  tobacco  pro- 
ducing and  exporting  country.  It  nowproduces  about  250  million  pounds  of  flue - 
cured  compared  with  an  estimated  5  million  pounds  in  1930.  Production  in- 
creased to  an  average  of  approximately  25  million  pounds  for  the  1935-39 
period,  reached  a  peak  of  237  million  in  1961,  and  decreased  to  234  nnillion  in 
1962.  The  Federation  exports  most  of  its  marketable  tobacco-- 165  million 
pounds  of  flue-cured  in  I960  and  183  million  in  1961   (redried  weight). 

Most  of  the  African  countries  have  had  colonial  ties  with  Europe.  These 
ties,  especially  when  they  involve  duty-free  treatnnent,  preferential  duty  rates, 
or  other  special  features,  have  considerable  influence  on  trade  patterns.  Im- 
portant examples  are:  Rhodesia' s  exports  to  the  United  Kingdom,  Madagascar's 
exports  to  France,  and  Algeria's  exports  to  France.  The  tobaccos  of  the 
former  French  and  Belgian  areas  of  Africa  now  have  an  improved  outlook,  for 
they  have  duty-free  access  to  all  the  EEC  countries. 


16 


TABLE  4-. --Africa:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products 


Country 


Type  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


EXPORTERS  AND  THEIR  MARKETS 

Guinea : 

Morocco 

Federation  of  Rhodesia  and 
Ny as aland: 

Australia 

Japan 

South  Africa  ( Republic ) 

Switzerland 

United  Kingdom 

Tunisia: 

Benelux 

Denmark 

Greece 

Sweden 

UAR  (Egypt): 

Ethiopia 

Morocco ' 

IMPORTERS  AND  THEIR  SOURCES 

Ethiopia : 

Greece 

UAR  (Egypt) 

Libya : 

Greece 

Morocco: 

Benelux 

Brazil 

Bulgaria 

Cuba 

Greece 

Guinea 

Indonesia 

Iraq 

Italy 

Poland 

Portugal  and  overseas 

provinces 


(^) 

X 
X 


X 

X 
X 
X 
X 
X 
X 
X 
X 
X 


X 
X 
X 
X 


X 
X 


X 

X 
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TABLE  4. — Africa :  Bilateral  trade  agreements  that  Include  tobacco  and 

tobacco  products  —  Continued 


Count  ly 


Type  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


lAff ORTERS- -  Continued 

Morocco- -Continued 

Spain 

Switzerland 

UAR  (Egypt) 

Yugoslavia 


Somalia ; 
Italy. 


South  Africa  (Republic): 
Federation  of  Rhodesia  and 
Nyasaland 


Sudan: 
Bulgaria. 


Tunisia: 

Bulgaria 

Communist  China. 

Greece 

Hungary 

Iraq 

Italy 

Japan 

Poland 

Turkey 

UAR  (Egypt) 

Yugoslavia 


UAR  (Egypt): 
Bulgaria. . 

Cuba 

Greece. . . . 

Italy 

Turkey. . . . 


X 
X 


{') 


X 
X 
X 

X 

X 
X 

X 
X 
X 
X 


X 
X 
X 
X 
X 


X 
X 

X 


X 
X 
X 


■"■  Australia  to  take  6.5  percent  of  crop  or  9.7  million  pounds,  whichever 
is  smaller. 

^  Minimum  of  2  million  poiinds  of  flue-cured  per  year,  duty  free. 
■^  Minimum  of  90  million  pounds  per  year. 


Trade  Agreements  and  Associations 

There  are  currently  only  a  few  trade  agreements  covering  tobacco  ex- 
ports from  African  producing  countries.  Agreements  are  no  longer  necessary 
for  the  areas  associated  with  the  European  Common  Market,  for  they  can  sell 
all  surplus  tobacco  in  the  duty-free  markets  of  the  EEC. 

The  most  important  agreement  or  arrangement  is  the  one  between  the 
Federation  of  Rhodesia  and  Nyasaland  and  the  United  Kingdom.  It  provides  for 
commitments  by  U.K.  manufacturers  to  import  90  million  pounds  of  tobacco  or 
more  from  the  Federation  each  year  subject  to  satisfactory  quality  and  price. 
United  Kingdom  buyers  bought  110  million  pounds  of  flue-cured  on  the  Rho- 
desian  auction  floor  in  1961. 

Also,  there  is  a  significant  agreement  between  the  Rhodesians  and  the 
Australians.  It  specifies  that  Australian  manufacturers  will  take  6.5  percent 
of  the  Rhodesian  crop  of  flue-cured,  or  9.7  million  pounds,  whichever  is  the 
lesser. 

A  third  agreemient  is  between  the  Federation  and  the  Republic  of  South 
Africa.  Under  this  agreement,  South  Africa  is  to  take  not  less  than  2  million 
pounds  of  unmanufactured  Rhodesian  tobacco  annually  and  to  grant  it  duty-free 
entry. 

Because  of  the  frequent  statement  that  Rhodesian  tobacco  exports  reflect 
freely  connpetitive  conditions,  a  note  appears  warranted.  Commitments  of  U.K. 
tobacco  purchases  are  negotiated  by  the  Tobacco  Advisory  Committee  of  Lon- 
don (working  directly  with  the  British  Board  of  Trade,  whose  functions  are 
similar  to  those  of  the  U.S.  Department  of  Commerce)  and  the  Rhodesian  To- 
bacco Export  Promotion  Council  (financed  jointly  by  Rhodesian  Government  and 
by  the  Rhodesian  Tobacco  Association). 

On  the  import  side,  trade  agreements  are  more  numerous  than  on  the  ex- 
port side.  Much  of  the  tobacco  imported  by  Morocco,  Tunisia,  and  Egypt  nnoves 
under  agreements. 


Licensing  and  Exchange  Requirements 

The  following  list  shows  the  regulations  on  licenses  and  exchange  permits 
in  Africa: 

Import  license  required         Exchange  permit  required 

Algeria Yes.    French    Tobacco  No. 

monopoly  controls 
French  imports  of 
Algerian  tobacco  but 
does  not  control  nnan- 
ufacturing  in  Algeria. 

Angola Yes Yes,     but    it    goes    with 

license. 

Republic  of  Yes Yes. 

the  Congo. 

Ruanda  and  Yes Yes. 

Burundi. 

UAR  (Egypt).  Yes Yes. 
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Ethiopia  and 
Eritrea, 


Import  license  required 
No 


Yes,  except  for  items 
on  dollar  liberaliza- 
tion list. 


Central 
African 
(all  for- 
merly French 
Equatorial 
Africa),  Re- 
public of 
Congo,  Re- 
public of 
Chad. 
Former 

French  West 
Africa. 

Ghana Yes , 

Republic  of         Yes , 

Guinea. 

Liberia No , 

Libya Yes  (monopoly) 


Yes. 


Mozambique  . 
Malagasy  Re- 
public. 
Morocco 


Nigeria 

Rhodesia  and 

Nyasaland. 

Somalia 

Republic  of 

South 

Africa. 

Sudan 

Tanganyika... 

Tunisia 

Uganda  and 

Kenya. 
Upper  Volta.. 


Yes 

Yes.  Exports  controlled 
by  French  monopoly. 

Yes.  25  percent  advance 
deposit  required 
(monopoly). 

Yes 

Yes 

Yes  (monopoly) 

Yes.  Import  strictly 

controlled  by  the 

Tobacco  Board. 

Yes 

No 

Yes  (monopoly) 

Open  general  license.... 


Exchange  permit  required 

Yes.  For  tobacco  products 
a  prior  deposit  isre- 
quired.- 

Yes.  Import  license  car- 
ries right  to  foreign  ex- 
change. 


Yes  (monopoly) 


No. 


No. 
No. 

No. 

Yes.  Automatic  with  issu- 
ance   of  import  license, 
Yes. 
Yes. 

Yes. 


No. 

Yes. 

Yes. 
No. 


Yes. 

No. 

Yes. 

No. 

Yes. 


Government  Tobacco  Monopolies 

Countries  having  government  tobacco  monopolies  controlling  imports  are 
Tunisia,  Libya,  Morocco,  and  Somalia.  Tobacco  exports  of  Algeria,  the  Mala- 
gasy Republic,  and  other  former  French  areas  have  been  operated  in  conjunc- 
tion with  the  French  Tobacco  Monopoly,  and  in  Upper  Volta  (also  formerly 
administered  by  France),  a  new  government  monopoly  has  recently  been 
established.  Egypt  has  a  quasi- monopoly  control  of  imports  and  manufacturing. 
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Mixing  Regulations 

Mixing  regulations  have  thus  far  been  little  used  in  Africa  to  assure  the 
use  of  locally  grown  tobacco.  Under  a  1957  decree,  a  mixing  regulation  in 
Portugal  is  encouraging  tobacco  innports  from  Angola  and  Mozambique.  The 
regulation  specifies  that  a  minimum  of  20  percent  of  all  tobacco  iniported  by 
Portugal  must  be  from  Portuguese  overseas  areas.  Light  tobaccos  going  into 
Portugal  from  Angola  and  Mozambique  have  the  benefit  of  a  15-percent  duty 
preference.  The  Tobacco  Board  of  the  Republic  of  South  Africa  controls  the 
production,  innports,  and  exports  of  tobacco. 

Export  Aids 

To  promote  the  production  of  tobacco  in  the  Republic  of  South  Africa,  the 
government  pays  an  export  bounty  on  exports  of  tobacco.  The  "bounty  paid 
toward  defraying  export  losses"  in  1957  amounted  to  $278,267,  an  overall 
average  of  about  11.9  cents  per  pound,  spread  over  total  exports  of  2.3  million 
pounds.  The  aim  of  the  government  was  largely  to  insure  sufficient  production 
for  domestic  needs. 

A  levy  is  assessed  on  all  tobacco  marketed  in  the  Republic  of  South 
Africa.  The  levy  varies  by  type,  flue-cured  now  having  the  highest- -about  5.4 
cents  (U.S.)  per  pound.  The  greater  portion  (90  percent)  of  the  levy  is  the 
"special  levy"  for  helping  defray  export  losses.  The  Tobacco  Control  Board 
paid  about  $472,000  toward  the  expenses  from  the  1958-59  crop.  The  total 
amount  of  tobacco  involved  was  approximately  3.5  million  pounds,  of  which 
about  2.4  million  was  flue-cured.  The  export  subsidy  amounted  to  an  equivalent 
of  13.6  U.S.  cents  per  pound.  In  1960-61,  the  Tobacco  Board  paid  about 
$1,437,220  toward  the  expenses  and  losses  of  exporting  about  9.9  million 
pounds  of  unmanufactured  tobacco.  This  indicates  that  the  losses  averaged 
approximately  15  cents  per  pound. 

The  Federation  of  Rhodesia  and  Nyasaland  has  the  advantage  of  prefer- 
ential duties  in  the  United  Kingdom,  Australia,  Hong  Kong,  the  Republic  of 
South  Africa,  and  certain  other  areas.  These  duties  have  the  effect  of,  a  large 
subsidy  to  Rhodesian  producers  and  exporters.  The  Rhodesians  also  have  bi- 
lateral arrangements  with  the  United  Kingdom,  Australia,  and  the  Republic  of 
South  Africa  which  assure  sales  of  their  tobacco. 

MIDDLE  EAST 

Turkey  is  the  only  important  exporter  of  tobacco  in  this  area,  although 
Lebanon,  Iraq,  Iran,  and  Syria  periodically  export  small  quantities, 

Aden  is  an  important  importer  of  tobacco  for  manufacturing  and  re-ex- 
porting primarily  for  ships'  stores;  Lebanon,  Israel,  Jordan,  and  several 
other  countries  are  smaller  innporters. 

Trade  Agreements 

Turkey,  like  the  other  major  exporters  of  oriental  tobaccos  (Greece, 
Bulgaria,  and  Yugoslavia),  has  bilateral  agreements  covering  many  of  its 
tobacco  exports.  Outside  of  Turkish  exports  to  the  United  States  (Turkey's 
largest  export  market  for  tobacco),  about  70  percent  of  Turkish  tobacco  ex- 
ports move  under  such  agreements. 
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TABLE  5. — Middle  East:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products 


Country 


Type  of  product  traded 


Unmfd.    tobacco 


Cigarettes 


Other 


EXPORTERS  AND  THEIR  MARKETS 

Iran: 

France 

Kuwait 

Saudi  Arabia 

Iraq: 

Ita]^ 

Morocco 

Tunisia 

Lebanon : 

Bulgaria 

France 

Italy 

Poland 

USSR 

Turkey : 

Biilgaria 

Czechoslovakia 

Finland 

Germany,  East 

Hungary 

Israel 

Japan 

Poland 

Rumania 

Spain 

Tunisia 

USSR 

UAR  (Egypt) , 

Yugoslavia 

Yemen : 

Communist  China 

IMPORTERS  AND  THEIR  SOURCES 

Afghanistan: 

Bulgaria , 

India 

Cyprus : 

Greece 


X 
X 


X 

X 


X 
X 
X 
X 
X 


X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 


X 


X 
X 
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TABLE  5. — Middle  East:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products-- Continued 


Country 


lype  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Other 


IMPORTERS- - Continued 

Israel: 

Greece 

Turkey 

Yugoslavia 

Jordan: 

India 

Kuwait : 

Iran 

Lebanon: 

Bulgaria 

Saudi  Arabia: 

Iran 

Turkey : 

Yugoslavia 


X 
X 
X 


Licensing  and  Exchange  Requirements 

The  following  are  the  regulations  on  import  licenses  and  foreign  exchange 
in  the  Middle  East: 

Import  license  required  Exchange  permit  required 


Aden No 

Bahrein No 

Saudi  Arabia.  No 

Iran Yes  (monopoly) 


Iraq Yes  (monopoly) 


No. 

No. 

No. 

No.  Exchange  granted 
automatically  for 
authorized  innports  (re- 
stricted to  a  quota).  Per- 
mits for  tobacco  prod- 
ucts granted. 

Yes.  Permits  are  obtained 
through  licensed  dealers 
unless  otherwise  author- 
ized by  the  Central  Bank. 
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Import  license  required         Exchange  pernnit  required 


Israel Yes, 


Yes.  Import  license  car- 
ries authority  to  obtain 
foreign  exchange. 


Jordan. 


Yes,  except  for  imports 
from  Arab  League 
States  (monopoly). 


Kuwait ,  No 

Lebanon Yes,  for  products 

(monopoly). 

Muscat  and  No 

Trucial 

Oman 

Qatar No 

Saudi  Arabia,  No 

Syria Yes  (monopoly)  ... 

Turkey Yes  (monopoly)... 

Yemen No 


Yes,  except  for  imports 
from  Arab  League 
States. 

No. 
No. 

No. 


No. 

No. 

Yes. 

Yes. 

No. 


i 


Government  Tobacco  Monopolies  and  Export  Aids 

Practically  all  countries  of  the  Middle  East  have  very  strict  import  con- 
trols and  six  of  them  have  monopolies- -  Turkey,  Lebanon,  Syria,  Iraq,  Iran, 
and  Jordan. 

The  Government  of  Turkey  has  helped  move  tobacco  into  foreign  markets 
principally  by  two  methods.  One  of  the  aids  is  illustrated  by  the  announcement 
on  February  16,  i960,  that  the  government  would  offer  to  exporters  of  1958 
tobacco  a  premium  amounting  to  1  5  percent  of  the  Turkish  lira  export  price  for 
Aegean  tobacco  and  30  percent  for  Marmara  and  Black  Sea  tobacco. 

On  August  4,  1958,  the  governnnent  had  established  a  new  foreign  exchange 
system  by  decree.  With  this  new  exchange  rate,  210-Kurus  prennium  was  paid 
on  each  dollar  derived  fronn  the  export  of  tobacco.  The  premium  was  increased 
to  280  kuruf  on  August  15,  1959.  On  February  16,  I960,  the  Turkish  Govern- 
ment announced  another  increase  in  premium  from  280  kurus  to  620  kurus  per 
dollar  derived  from  the  export  of  tobacco. 

The  first  effect  of  the  increased  tobacco  premiums  was  to  increase  the 
price  of  the  domestic  product  and  decrease  the  export  price.  For  perhaps 
many  reasons,  the  domestic  price  did  not  rise  to  the  level  expected.  As  a  re- 
sult, the  main  purpose  of  the  increased  premium  was  not  realized  and  the  big- 
gest share  of  the  increase  in  the  premium  went  to  the  Turkish  exporters  of 
tobacco.  Thus  they  had  more  leeway  in  pricing  their  exports,  and  they  im- 
proved their  position  relative  to  those  of  competing  exporters. 

Monopolies  in  other  countries  also  have  made  special  arrangements  to 
move  tobacco  into  export  nnarkets. 
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FAR  EAST 


Indiaisa  large  tobacco  exporter  (100  million  pounds  per  year).  Indonesia 
and  the  Philippine  Republic  are  also  fairly  large  exporters,  although  all  these 
countries  also  import  limited  supplies,  mostly  of  high-quality  light  cigarette 
tobaccos.  All  three  countries  have  strict  control  of  imports. 

Pakistan  and  South  Korea  are  nearly  self-sufficient  but  could  use  more 
imports  of  high-quality  cigarette  leaf.  Japan,  Taiwan,  Thailand,  and  Burma 
are  important  tobacco  producers,  primarily  for  domestic  use;  but  all  are  net 
importers-- Japan,  especially,  taking  significant  quantities.  Most  other  coun- 
tries in  the  area,  such  as  Malaya,  Cambodia,  Hong  Kong,  Laos,  Singapore,  and 
Vietnam,  are  also  net  importers,  mainly  of  the  higher  quality  cigarette  types. 

Several  of  the  countries  that  grow  tobacco  depend  upon  percentage  of  high- 
quality  U.S.  leaf  for  blending  into  products,  particularly  cigarettes.  This  is 
done  to  produce  a  product  which  will  win  greater  consumer  acceptance.  Japan, 
for  example,  has  gained  sales  volume  through  manufacturing  cigarettes  of  the 
American  blended   type,    using    U.S.    leaf   to    "upgrade"  its  own  cigarette  leaf. 

Significant  share  of  the  exports  of  India  and  Indonesia  move  under  bilateral 
agreements.  An  important  amount  of  Philippine  tobacco  enters  the  United 
States  under  a  duty-free  quota,  but  the  quota  amount  is  reduced  annually  and 
the  quota  itself  is  to  be  eliminated  in  1974, 

Many  of  the  countries  have  requirements  such  as  import  licenses  and  ex- 
change regulations,  and  some  of  them  (Burma  and  Cambodia)  prohibit  imports 
of  cigarettes.  The  Philippine  Republic  prohibits  imports  of  cigarette  leaf  ex- 
cept by  the  decision  of  the  Philippine  Virginia  Tobacco  Administration  (PVTA) 
(Philippine  Act  2265,  June   19,   1959). 

TABLE  6. — Far  East:   Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products 


lype  of  product  traded 

Country 

Unmfd.   tobacco 

Cigarettes 

Cigars 

Other 

EXPORTERS  AND  THEIR  MARKETS 

Communist   China: 

Tunisia. ........•••••••••*••• 

X 

X 
X 
X 

X 

X 
X 
X 
X 

X 

(2)    ■ 
X 
X 
X 

(1^ 

X 
X 

X 
X 
X 

India: 

Afghanistan ....•••••••*• 

Austria. ••• 

— 

Bulgaria. •••• 

X 

Burma • 

-- 

Cevlon 

-- 

Czechoslovali:ia 

-- 

CrTP^f^n^  m   .«•......•.••••>•••••• 

-- 

RiTniTflT'V-  .......«.....•••••«•• 

-- 

Italv 

-- 

.TriTfian.  .....^... .....•••••••• 

— 

Pnlci  R'h.fln .  .......-.....•.•••••• 

-- 

Po1  PTlfi  - ........•••••••• 

-- 

USSR 

-- 

Yugoslavia 

— 
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TABLE  6.— Far  East:  Bilateral  trade  agreements  that  include  tobacco  and 

tobacco  products-- Continued 


Country 


Type  of  product  traded 


Unmfd.  tobacco 


Cigarettes 


Cigars 


Other 


EXPORTERS- -  Continued 


Indonesia: 

Mstria 

Finland 

Germany,  East. 

Italy 

Morocco 

Portugal 

USSR 


Japan: 
Tunisia. 

Pakistan: 
Italy. . . 


IMPORTERS  MD  THEIR  SOURCES 


Burma: 
India. 

Ceylon : 
India. 


Communist  China: 

Bulgaria 

Cuba 

Yemen 


India : 
Greece. 
Italy. . 


Japan : 

Bulgaria 

Greece 

Federation  of  Rhodesia  and 

Nyasaland 

Turkey 


Pakistan: 
India. . 


Taiwan : 
Greece, 


X 
X 
X 
X 
X 
X 
X 

X 


X 
X 
X 

X 
X 

X 
X 

X 
X 

(2) 


(M 


Dried  leaf. 


Bidi  leaves. 
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The  following  are  the  regulations  on  import  licensing  and  foreign  exchange 
in  the  Far  East: 

Import  license  required         Exchange  permit  required 


Burma Yes, 


Cambodia 

Ceylon 

Hong  Kong.... 
India 

Indonesia  

Japan 


Yes 

Yes 

Yes 

Yes 

Yes^ 

Yes  (mionopoly) 


Korea.... 
Laos 

Malaya  .. 
Pakistan 


Philippines... 


Singapore  .... 
Taiwan , 

Thailand 

Vietnam , 


Yes  (monopoly) 

No 

No 

Yes 

Yes 

No 

Yes  (monopoly) 

No  (monopoly).. 
Yes 


Issued  only  to  Indonesian  nationals. 


Yes.  Imports  of  tobacco 
and  31  other  products 
are  permitted  only  by 
Burmese  nationals.  Im- 
ports of  cigarettes  pro- 
hibited. 

No.  Imports  of  cigarettes 
prohibited. 

Tobacco  may  be  imported 
by  registered  Ceylonese 
traders  on  ge.neral 
license. 

No. 

Yes.  Exchange  is  auto- 
matically released  when 
license  is  granted. 

No. 

Import  licenses  carry  the 
right  to  foreign  ex- 
change. Imports  made  on 
basis  of  an  allocation  of 
exchange  for  tobacco  and 
cigarettes. 

No. 

No. 

No. 

Yes.  Automatic  when  vali- 
dated import  license  is 
presented. 

Yes.  Imports  of  cigarette 
leaf  prohibited  except  on 
decision  of  PVTA. 

No. 

Yes.  Automatically 
granted  with  issuance  of 
import  license. 

No.  A  "certificate  of  pay- 
ment" issued  by  Bank  of 
Thailand  or  authorized 
bank  is  required. 

Yes.  Import  license  car- 
ries right  to  foreign  ex- 
change. 


In   the    Far    East   there  are  four  tobacco  monopolies:  Japan,  South  Korea, 
Taiwan,  and  Thailand. 
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OCEANIA 

Both  Australia  and  New  Zealand  are  important  tobacco  producers,  but  they 
both  import  large  quantities,  especially  of  high-quality  grades  of  flue-cured. 
Australia's  innports  in  1962  amounted  to  27.8  million  pounds;  New  Zealand's, 
to  6  million. 

New  Zealand  has  a  mixing  regulation  but  no  bilateral  trade  agreements  and 
no  preferential  duty  rates  on  tobacco  from  other  British  Commonwealth  areas. 

Australia  has  a  differential-type  import  duty  which  has  a  lower  rate  on 
imports  if  the  manufacturer  uses  required  percentages  of  Australian  tobacco. 
These  required  percentages  have  been  increased  sharply  in  recent  years  and 
domestic  production  continues  to  rise  at  a  rapid  rate.  The  protection  thus  pro- 
vided has  resulted  in  very  high  prices  to  growers,  ranging  from  $1.16  to  $1.42 
per  pound  during  the  past  few  years.  These  are  double  U.S.  prices  and  triple 
those  in  many  other  countries.  Also,  Australia  grants  a  preferential  duty  rate 
on  tobacco  from  the  Federation  of  Rhodesia  and  Nyasaland. 

Australia,  through  its  tobacco  merchants,  has  an  agreement  with  the  Fed- 
eration of  Rhodesia  and  Nyasaland.  This  is  not  a  strict  government-to-govern- 
ment agreement  but,  rather,  a  quasi-government  arrangement,  for  government 
officials  participate  in  or  approve  certain  of  the  provisions  negotiated  in  the 
"purchase  commitments." 

The  Australian- Rhodesian  agreement  or  arrangement  provides  for  Aus- 
tralian manufacturers  to  buy  6.5  percent  of  the  Rhodesian  crop  or  9.7  nnillion 
pounds,  whichever  amount  is  the  smaller.  This  tobacco  enters  Australia  at  an 
import  duty  rate  of  9  pence  (8.4  U,S,  cents)  lower  than  tobacco  from  other 
sources.  Australia  imported  11.1  million  pounds  of  Rhodesian  tobacco  in  1959. 

In  Australia,  to  qualify  for  the  lower  duty,  manufacturers  are  to  be  re- 
quired after  July  1,  1963,  to  use  40  percent  Australian  tobacco  in  cigarettes, 
compared  with  35  percent  in  1961  and  only  3  percent  in  1947.  Beginning  July  1, 
1964,  the  mixing  percentage  is  to  be  increased  to  41,5  percent.  By  using  these 
prescribed  amounts  of  Australian  leaf,  manufacturers  get  a  duty  reduction 
equivalent  to  16  U.S.  cents  per  pound. 

The  following  are  the  requirements  on  import  licensing  and  foreign  ex- 
change in  Oceania: 

Import  license  required         Exchange  permit  required 

Australia No-"- No. 

New  Zealand.     Yes^ , No,    but   tobacco    mixing 

regulation    affects 
imports. 


Since  July  1,  1962,  importers  of  unmanufactured  tobacco  to  be  used  in 
cigarette  manufacture  under  the  mixing  regulation  have  been  required  to 
possess  certificates  showing  that  they  have  bought  (have  on  hand)  enough  do- 
mestic leaf  to  meet  the  mixing  requirements. 

License  applications  for  unmanufactured  tobacco  considered  individu- 
ally. Applications  for  most  manufactured  products  have  been  granted  token 
licenses  and  imports  of  cigarettes  have  been  restricted  for  balance  of  payments 
reasons. 
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